'BEFORE THF, PUBLIC SERVICE COMMISSION

OF THE STATE OF .DELAWARE

IN THE MATTER OF THE APPLICATION ~
OF BELL ATLANTIC-DELAWARE, INC.
FOR APPROVAL OF ITS STATEMENT OF
TERMS AND CONDITIONS UNDER SECTION
252 (f) OF TEE TELECOMMUNICATIONS

ACT OF 13596

)
)
)
) PSC DOCKET NO. 96-324
)
h )
(FILED DECEMBER 16, 1996) )

+ FINDINGS, OPINION & ORDER NO. 4542

AND NOW, TO-WIT, this 8th day of dJuly, 1997, the

Commission fin&s and Orders as follows:

I. BACKGROUND

1. Under the provisions of 47 U.S.C. § 251 (c) (2) as

added by the Telecommunications Act of 19967 (the "Act"), Incumbent

Local Exchange Carriers ("ILECs") including Bell operatiﬁg

companies ("BOCs"), such as Bell Atlantic-Delaware, Inc. ("BA-

Del"), are required to provide any requesting telecommunications

carrier with interconnection to the ILEC's.network. The ILECs must’

also provide to a requesting carrier nondiscriminatory access to

network elements on an unbundled basis. 47 U.S.C. § 251(c) (3).

The rates for such interconnection and unbundled elements must be
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nondiscrimihatory and just and reasonable, under the .pricing
standards set forth in § .252(d) (1). 'In additioﬁ, the ILECs are
required, undexr « § 251 (c) (4), to “offer all requesting
telecommunications‘ carr;'.ers wholesale rates for any and all
telecommunications services that the ILEC provides at retail rates
to its subscribers. Thg other carrier may then zresell the
purchased services on a competitive basis. Pursuant to §
'252(d) (3), 'state regulatory agencies are required to develop
wholesaie rates for resale of telecommunications services on é
competitive basis, under standards set forth in this section of the
Act.

2. Under 47 U.S.C. § 252(f), a BOC may file with a
staté regulatory commission a Statement of Generally Available
Terms and Coqditions for Interconnection, Unbundled Network
ﬁlements, Ancillarjr Serviées, aﬁd Resale §f Telecommunicatioﬁs
' Services ("SGAT" or "Statement"), which sets forth rates,. terms,
and conditions for all of the services and capabilities that it is
required to offer to rgquesting carriers under the Act and
implementing regulations promulgated by the Federal Communications
Commission ("FCC"). Under 47 U.S.C. 8§ .271'(f) (2}, the state
commission may not approve such a Statement unless the Statement
complies with the pricing provisions set forth in“§ 252(d) and with
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§ 251 and the regulations promulgated thereunder. Moreover, except

as provided in § 253, nothing in § 251 prohibits a state

commission, in its review of the Statement, from establishing or
enforcing other requirements of state law, including compliance
with intrastate telecommunications service quality standards or

requirements.

3. On December 16, 1996, BA-Del filed with the Delaware
Public Service Commission (the "Commission") an Application, with

supporting testimony and material, seeking‘approval of an SGAT to

govern interconnection to its network. Under § 252(f) (3), the

state commission must normally either complete'ité review of the
SGAT.within sixty (60) days of the BOC's £filing or allow the
Statement.to take effect. However, a BCC may agree to a longer
review period. In this docket, BA-Del initially agreed not to
implement the SGAT for at least 140 days after filing and latér
agreed to forego inplemention until the conclusion lof this
proceeding. See, Order No. 4371, December 30, 1996.2

4. By Oxder No. 4371, dated December 30, 1896, the

Commission determined, pursuant to 47 U.S.C. § 252(f), to review

2Under § 252(f) (3), a Commission which neither accepts nor

rejects the SGAT during the sixty (60) day (or otherwise extended)
review period may nonetheless continue its review. and approve or
reject the SGAT even after it has gone into effect.

3




BA-Del's SGAT and, under ‘the authority granted by 28 Del. C. s
704(3), - initiated this docket, scheduled proceedings, and
designated two Hearinrgr Examiners to COI‘lC-ﬁ.J.Ct such proceedings to
investigate and report to the Commission in an expeditious manner
whether BA-Del’s Statement complies with the requirements of the

Act.

5. Pursuaﬁt to the Commission's Order, BA-Del published
notice of the filing of its application. On or before the

January 10, 1997 deadline established by the Commission's Oxrder,

AT&T Communications of Delaware, Inc. ("TAT&T"), Cable Television

Association of Maryland, Delaware & the District of Columbia
{("CTA"), Conectiv Communications, Inc. ("CCI"), Eastern TeleLogic

Corporation ("ETC"), MFS8 Intelenet of Delaware, Inc. ("MFS"),

Sprint Communications  Company ("Sprint"), and Telecommunications
Resellers Association ("TRa") filed petitions for leave to

intervene in this docket. These petitions were granted by the

Hearing Examiners, pursuant to authority granted by Order No. 4371.
The Public Advocate filed her Notice of Intervention in this
pProceeding on January 13, 1997.

6. In all, 24 witnesses filed direct testimony. BA-Del
filed the direct testimony of. nine witz;lesses,. and the reﬁuttal

testimony of eight. AT&T filed testimony from twelve witnesses.



.Staff, the OPA, and MFS each filed the testimony of one wiéness.
By agreement of the parties and with the Hearing Examiners'
approval, witnesses for AT&T, Staff, OPA, and MFS presented brief
oral surrebuttal to BA-Del's rebuttal testimony:

7. In accordance with the procedural schedule, duly
noticed public evidentiary hearings were conducted in Wilmington
from February 18 through 21, 19%7. Witnesses were cross-examined
by parties wishing to do so. Although present at the hearings,
neither ETC, CTA, CCI, nér Sprint presented any witnesses. ETC and
Sprint conducted limited cross-examination 6f some of the
wiﬁneéses. cCI and CTA did not participate in the prﬁceedings. No

member of the public appeared at, or otherwise participated in,

these proceedings.

8. At the conclusion of the hearings, the Hearing
Examiners closed the evidentiary record, which then consisted of 93
exhibits and a verbatim transcript of the proceedings. The parties

then filed post-hearing briefs.

9. The Hearing Examiners, on April 7, 1937, issued a-

118 page Report with their findings and recommendations based on

the testimony, evidence and arguments. (the "April 7 Report"}. As

permitted under the schedule estazblished by Order 4371, Ba-Del,
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_inputs recommended by the Hearing Examiners.

-Hearing

CTAC, CCI, ETC, Sprint, Staff and the OPA filed exceptions to the

Hearing Examiners' Report.

10. The Commis;ion considefed the April 7 Report, the
exceptions filed, and the cral argument of the parties at its duly
noticed public meeting of April 22, 1997. At that meeting, the
Commission determined to adopt several of the Hearing Examiners’
recommendations but to defer consideration of other issues, and any
final decision on adoption, zrejection or modification of the
proposed SGAT, pending a remand to the Hearing Examiners. During
the rémand, the Hearing Examiners were to consider several issues
raised by the parties but not previously addressed by the Hearing
as well as additional cost model data to be filed by

Examiners,

various parties. The Commission formalized these determinations by

~Interlocutory Order 4488; issued April 29, 1997.

11. On Bpril 29, BA-Del, AT&T and Staff submitted to the

Hearing Examiners the result of "rate runs" which the Commission

had requested at its April 22 meeting. These rate runs developed

the prices of various Unbundled Network Elements (“UNEs”) using the

different cost models sponsored by these parties but using the

On May 9, 1997, the
Examiners issued a Report making findings and

recommendations as to specific UNE rates as well 'ds: the issues the
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Commission remanded by Interlocutory Order 4488. {the "May 9

Report") .

12. At its public meeting of ‘May 13, the Commission

[ 4

detexrmined to adopt several more of the recommendations made in the

april 7 Report. It heard argument on, but did not decide, the

issues remanded to the Hearing Examiners by Order 4488 and instead

again remanded the matter to the Hearing Examiners for their

reconsideration of certain limited issues. The Commission

formalized these determinations by Interlocutory Order 4508, issued

May 27, 1997.

13. The Hearing Examiners allowed interested parties to

submit supplemental briefs or memoranda concerning the issues on

second remand and BA-Del, AT&T, and CCI did so. On May 27, the

Hearing Examiners issued a Report containing their Findings and
Recommendations on the issues remanded by Interlocutory Ordexr 4508
{the "May 27 Report").

14. At its public meeting of dJune 3, 1837, the
Commission considered the April 7, May 9, and May 27 Reports of the
Hearing Examiners as Qell as the submissions and arguments of the

parties. After deliberations,-the Commission determined the issues

not previously decided. This Final Order announces the

Commission's final determination on;fall-”éﬁbstantive issues
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considered by the Commission during its deliberations of April 22,
May 13 and June 3, summarizes the relevant evidence; and provides

the Commission's factuad findings and legal conclusions.

II. DISCUSSION

A. The Commission Declines To Approve BA-Del's
SGAT As Filed

15. The Hearing Examiners characterized this docket as
"one of the most crucial ever to come before this Commissicn."
April 7 Report at 7. Under 47 U.S.C. § 252(f) (1), an approved SGAT

functions similarly to a tariff; that is, it sets out the rates,

terms, and conditions under which a competitor may obtain

interconnection, unbundled elements and/or services from BA-Del

without further negotiation. 1Inevitably, an approved SGAT will

establish a benchmark for the future negotiation of interconnection

agreements. Thus, it is of critical importance that the Commission

detexrmine that the SGAT contains rates, terms and conditions that

will allow competition to flourish in Delaware. The Hearing

Examiners described the Commission's tasks as follows:

First, the Commission must insure that prices
under the SGAT for interconnection, unbundled
elements, and transport and termination are
just and reasonable in accordance with the
Act. - Second, the Commission must determine,
pursuant to 47 U.S.C. §252(d) (4), that the
level of discount for resale from BE=Del's
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retail service rates excludes the portion of
such rates that are "attributable to any
marketing, billing, collection, and other
costs that will be avoided by the local
exchange, carrier." Third, in dccordance with
the provisions of §251, the Commission must
insure that . the remaining, non-price
provisions of the SGAT conform to the Act and
to the FCC's regulations thereunder. Lastly,
this Commission must also ensure that the SGAT
now under review also meets all of the
requirements of Delaware law as well as
complies with intrastate telecommunications
service quality standards or requirements.

16. Under 47 U.S.C. § 252(f) (2), this Commission may not
approve BA-Del's SGAT unless it meets the first three of these four

standards. The Commission would be failing in its duties under

state law if it did not require compliance with the final standard.
17. As the ensuing discussions will show, the Commission
concludes that the SGAT, as filed by BA-Del on December 16, 1896,

does not meet the foregoing standards. The Commissicn accordingly

does not approve the SGAT as filed. (5-0) The subsequent sections
of this Final Order address particular issues concerning the SGAT

and describe the modifications necessary should BA-Del choose to

resubmit an SGAT for .Commission approval.
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B. Rates For Unbundled Network Elements

18. BA-Del's _proposed SGAT_ included the  rates it
proposed to chgrge for the UNEs it %ill make available under 47
U.S.C. § 251 (c) (3).. The Hearing Examiners ideﬁtified a number of
sub-issues relating to UNE rate setting which they categérized into
five general subject areas: (a) costing principles; (b) cost
models; (¢} major inputs to cost models; (d) de-averaging; and

(e) specific rates for unbundled services. We find this

classification appropriate and will follow it in the Commission's

discusgion.

(1) Costing Principles
19. The costing principles appropriate for the setting
of just and reasonable rates for interconnection and for unbundled
network elements are derived from pricing standards set forth in 47
U.s.c. § 252(d). Subsection 252(d) (1) mandates that charges fér
interconnection of facilities and network elements (i) be "based én
the cost (determined without reference to a rate-of-return or other
rate-based proceeding) of providing ﬁhe interconnection or network
element (whichever is applicable);" (ii) ke "nondiscriminatory;"
and (iii) "may include a reaéonable profitc."
20. On August 8, 1996, the FCC issued an Order
promulgating rules and regulations to-imﬁieﬁégééfhe provisions of
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the Act.? The FCC's Order purported to interpret the statutory

requirements set forth above and: also sgought to impose its

interpretation of the Act's mandates on state cgmmissions as they
set rates for interconnection and-unbundled netﬁork elements. The
FCC Oxder found that prices for interconnection and unbundled
- elements should be "based on the lccal telephone companies' Total

Service Long-Run Incremental Cost of a particular network element,

which the Commission calls 'Total Element Long-Run Incremental

Cost' ("TELRIC"), plus a reasonable share of forward-looking joint

and common costs." FCC Orxrder 9§ 29. The FCC concluded that the

appropriate costing methodology should be based on a forward-

locking methodology for "the most efficient technology deployed in

the incumbent Local Exchange Carriers (“LECs”) current wire center

locations." FCC Order Y 685.

21. On October 15, 1996, the Court of Appeals for the,

Eighth Circuit issued an Order that stayed the operation and effect

of the pricing regulations (including the wholesale discount

provisions) and the "pick and choose" rule contained in the FCC

order. Iowa Utilities Board v. FCC, No. 96-3321, Order Granting

*)First Report and Order, In The Matter Of The ILocal
Competition Provisions In The Telecommunications Act of 1996, CC
("Order" or "FCC

Dkt. No. 96-98, FCC 96-325 {rel. August 8, 1996)
Order"} . C

.....
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‘ Stay Pending Judicial Review at 18-21 (8th Cir. Oct. 15,.1996);
The Court of Appeals basea its aecision on a finding that the
appealing'ILECs and state utility commissions would likely prevail
in their argument that the. FCC has-no jurisdictién under the Act to
estabiish pricing regulations redarding intrastate telephone
services. JId. The primary consequence of the Court of Appeals’
stay abtion is that the pricing decisions under the Act are now
within the control of state commissions.

22, . Notwithstanding the stay, for the purposes of this
proceeding, all parties to this proceeding agreed that-the FCC's
TELRIC ﬁricing standard is the appfopriate one by whicﬁ to measure
the justness and reasonableness of the rates for interconnection
and unbundled network elements. . In particular, although BA-Del
recognizes that the Commission is not required strictly to adhere
to the FCC Order when establishing rates for interconnection ané
unbundled elements, BA-Del's cost studies and .pricing
recommendations "adhere[ ] as closely as possible" with the FCC
BA-Pel, however, seeks to preserve the ability to file

Order.

revised cost studies (and revised rateg) for the Commission’s

. review and approval, if the FCC Order subsequently is modified.

(BA-Del SGAT Petition at n. 2.)
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23. The Hearing Examiners recommended' tha£ the
Commission indepéndently aaopt therTELRIC methodology for use in
Delaware, regardless of whether the FCC'!'s Order is eventually
upheld. The Commission agrees with the Hearing Examiners. The
Commission finds that the "TELRIC" methodology, as described by the
FCC, is appropriate as the standard for determining Jjust and
reasonable rates under § 252(d) (1) for unbundled network elements
and interconnection in Delaware, and that this is so regardless of
whether the FCC acted within its powers in imposing this standard
on the states. (5-0)

24, All parties agree in principal that‘ the TELRIC
methodology requires "forward-looking", "long—rﬁn" costing.
However, BA-Del's witﬁesses argued that these phrases should be
given different meanings than those understood by the other
parties. In particular, ﬁhe BA-Del witnesses contended that long—
run costing principles do not require the cost analysis Lo_assume

a least .cost, most efficient network as it would be constructed at

a single hypothetical point in the future. Rather, BA-Del asserts

that cost analysis should reflect the aggregate costs of likely
. improvements to the real network. The Hearing Examiners' April 7

Report summarizes the evidence and arguments submitted by the

R
TR
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parties on this issue at §Y24-32. The Hearing Examiners concluded.

that:

BA-Del's cost  analysis is, generally,
deficient in that it does not reflect a long-
run approach, but rather a series of short-run
cost estimates, aggregatéd to produce a total.

At the time of the April 7 Report, the Hearing Examiners did not

have the benefit of having before them particular rate

recommendations for particular UNEs. Rather, they were faced with

the necessity of identifying an appropriate methedology under which
just and reasonable rates might be determined. Subsequently,
however, at the Commission’s direction, the parties were given the
cpportunity to submit specific rates, andlthe Hearing Examiners
were able to recommend rates to us from aﬁong those submitted.
Because we adopt the Hearings Examiners'’ recommendations concerning
specific rates (and do not adopt any party’s cost study), it is nét
nécessary for us to reach the issue of whether BA-Del’s cost study
was conducted in conformance with TELRIC. Rather, we simply

determine that the rates we are adopting, regardless of the cost

study by which they were generated, appear to be within the range

- of just and reasonable TELRIC-based rates.
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(2) CQ&L_MQdQlE

25. Three parties presented cost models for pricing
unbundled netyork eleménts for consideration in this proceeding.
BA-Del used a series of seven proprietary Beli Atlantic and/or
Bellcore cost models to determine its proposed prices for UNES.
AT&T witness Murray used the Hatfield Model, Release 2.2.2, to
determine AT&T’'s proposed prices for BA-Del’s unbundlea ﬁetwork
elements. Staff witness Johnson used the Telecoﬁ Economic Cost
Model ("TECM"), developed by his firm, as an aid to determining his
recommended prices for BA-Del’s ﬁnbunaled netwéfk elements.

26. The Hearing Examiners summarized the testimony- and
evidence conterning the strengths and weaknesses of these wvarious
cost models at 9§ 35-54 of the April 7 Report. The EHEearing
Examiners concluded that it was unnecessary to endorse any one
model because, despite their differences, the mcdels operate té
produce generally similar results if given similar inputs. The
Commission agrees with this reaéoning and does not explicitly
endorse any specific cost model presented in this proqeeding. (5-
0) To the extent that the results generated.by the models wvary

- even when the inputs are conformed, the Commission believes it may

exercise its discretion to determine a just and reasonable rate

e,

TR

from the range of results.
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(3) Mamr_lnmma

27. As noted above, the real questions concerning costs

revolve around the inputs to be rlugged into the forward—looking

The Hearing Examiners identified seven major areas of

models,
dispute concerning model input values: (a) cost of capital;
(b) depreciation rates; (e¢) f£fill factors; (d) copper/fiber mix;

(e) switch purchase discount; (f) common overhead factor; and (g)

digital loop' carrier ("DLC") cost.
(a) Cost Of Capital
28. The Hearing Examiners summarized the evidence and
arguments concerning the cost of capital in the April 7 Report ét
91 s59-67. The Commission incorporates the Hearing Examiner's
-summary by reference as if fully set.forth herein.* In sum, the

Hearing Examiners recommended that the Commission find an overall

cost of capital of 10.28%, based on a cost of debt of 7.7%, a cost

‘In numercus places throughout this Order, the Commission
references the Hearing Examiners’ Reports, incorporating the
Hearing Examiners’ summaries of the evidence, findings and
reasoning, and adopting their recommendations. Each such reference
'is intended to, and hereby does, incorporate and adopt the relevant
portion of the Hearing Examiners’ Reports as the Commission‘s own,
as if fully set forth herein. Accordingly, the April 7, May 9, and
May 27 Reports are attached to the original -her&df-as Exhibits A,
B, and ¢, respectively, and are hereby made a part hereof.
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of equity of 12%, and a capital structure of 40% debt and 60%

equity.

29, We find these recommendations to be reasonable. *The
Commission qoncludes.that~é cost of equity of iz% is reasocnable
.given current low interest rates and economic conditions. (5-0)
Similarly, a cost of debt of 7.7% appears reasonable to us for the
‘reasons articulated by the Hearing Examiners. (5-0) An assumed

capital structure of 40% debt and 60% equity is likewise reasonable

and appropriate for this jurisdiction. (4-1, Hartley opposed). An

overall cost of capital thus derived, and now approved, is 10.28%.

(5-0)
(b) DRepreciation Rates

30. The Hearing Examiners summarized the evidence and

arguments of the parties concerning the appropriate depreciation

-rate in the April 7 Report at Y9 69-80, which the Commission

incorporates by reference.® The Hearing Examiners concluded that

the depreciation values advocated by BA-Del are unrealistically

BA-Del contends that the Hearing Examiners’ conclusion, in
{ 78 of the April 7 Report; that “prior to the instant case, BA-Del
has relied upon the FCC’s prescribed depreciation lives 1in its
TSIRIC cost studies” is factually in erxor, at least with respect
. to cost studies submitted on and after  August, 1995. The
Commission’s determination to use the FCC lives-is not based upon

this disputed finding.
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short. They recommended.instead that the Commission adopt the
forward- looking plant 11ves and depreciation rates Prescribed by
the FCC for BA-Del,s as advocated by AT&T Ehe Commission agrees
that BA-Del's suggested 'depreciition lives are unrealistically

- short, and that the FCC lives are the more reasonable ones on this

record. (5-0)
(c) Eill Factors

31. Fill factors are a ﬁeasure of the utilization of a
given network element. The evidence and arguments of the parties
concerning fil; factors is summarized at 19 82-101 of the April 7
Report. The Commission incorporates thlS summary by reference
herein. Based on this evidence and these arguments the Hearing
Examiners reccmmended that4the Commission'adopt a copper feeder
fill factor of [BA-DEL PROPRIETARY BEGINS] [BA-DEL PROPRIETARY.'
ENDS], an F2/F1 ratio of [BA-DEL PROPRIETARY BEGINS] [BA-DEL
PROPRIETARY ENDS], a distributionlfactor of 50% to 75% and a Fiber
electronics £ill factor of [BA-DEL PROPRIETARY BEGINS] [BA-DEL
PROPRIETARY ENDS]. We find the Héaring Examiners' analysis of £ill

factor issues at 99§ 102-112 of the 2April 7 Report to be persuasive

and we now adopt the Hearing Examiners' recommendations. (5-0)

18



(d) Copper/Fiber Mix
32. The copper/fiber breakpoint-is-the point at which
fiber, rather than coppe?, will be placed, in the outside plant
network. The Hearing Examine;s summarized the evidence concerning
the appropriate breakpoint at §§ 113-125 of the April 7 Report.
The Hearing- Examiners recommended that the Commission adopt a
copper/fiber breakpoint of [BEGIN BA-DEL PROPRIETARY] - [END
BA-DEL PROPRIETARY]. The Hearing Examiners further recommended
that the maxiﬁum distance that a customer can be from a digital
loop carrier ("DLC®") [BEGIN BA-DEL PROPRIETARY] [BA-DEL
PROPRIETARY ENDS]. Based on our understanding that the
coppex/fiber breakpoint applies to loop léngth, %oﬁ feeder length,
we find these recommendations to ke approﬁfiate and adopt the
findings and reasoning of the Hearing Examiners concerning these.
issues set forth in the April 7 Report at 9§ 113-127. (S—D)
(e) Switch Purchase Discount
33. In its cost studies for switches, BA-Del used the
purchase discount available for "add on" equipment rather than
replacement switches. -The evidence showed that the discount which
switch vendors offer for reﬁlacement switches is much higher than
the discount for “add on”.equipment. The_other parties argued that
the TELRIC methodology fequired use of d repliCement discount rate
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rather than the “add on” rate, resulting in lower switchihg costs.
The ﬁearing Examiners summafized the evidence énd the arguments of
the partieg concerning thé switch purchase .discount at jﬂ 129—13;
of the April 7 Report. Tha; summary is incorporated herein by
reference. The Hearing Examiners recommended a weighted average
switch discount calculated as [BA-DEL PROPRIETARY BEGINS] [Ba-

DEL PROPRIETARY ENDS] replacement discount rate and [BA-DEL

PROPRIETARY BEGINS] [BA-DEL PROPRIETARY ENDS] add on discount
rate. The. Commission finds this recommendation to be reascnable
based on the evidence.- The Commission adopts the Hearing

Examiners' reascning as set forth at ¥ 135-137. (5-0)
(£) gmmm_pzeﬂm_a.d_’ﬂam, |

34. 1In its August 8 O-r.der, the FCC stated that the rates
for network elements should recover a reascnable share of forward-
loocking jeint and common COStS. Order at 9§ 654; 47 C.F.R.
§ 51.505(a) (2) and (c). BA-Del, AT&T and Staff each prqposed an
scross-the-board factor of some stated percent over directly
attributable costs for recovery of joint and common costs. Thus,
BA-Del proposed a marﬁ—up of [BA-DEL PROPRIEfARY BEGINS] [BA-
DEL PROPRIETARY ENDS], whilé'AT&T and Staff both broposed mark-ups
of 10%. Howevef, staff further recommended that the Commission.add
further mark-ups in various amounts pver-ﬁﬁéﬁﬂo% flat mark-up.
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Staff argued that such diécretionary mark-ups would be appropriate
to achieve certain policy objectives-the Commission might wish to
pursue. Thus, Staff suggested that a propértionally higher mark-up
could be imposed on loop costs in urban density éells than in rural
‘density cells in an effort to mitigate the inhibitory effect that
de-averaging may have on the introduction of competition in higherx
cost areas and to offset the proportionally higher contr;bution
made to common costs ih higher cost areas when a flat percentége
allocation is used.

35, ~The evidence and the .positions of the parties
concerning the common overhead factor is summarized inh more aetail
at Y 138-149 of the April 7 Report, which thé Commission hexreby
adopts by reference. The Hearing Examiners concluded that the
commonn overhead factor of 10% advocated by Staff and AT&T was
appropriate. The Hearing Examiners concluded that the additionai
discretionarf mark-up advocated by Staff was not warranted..

36. The Commission agrees with the Hearing Examiners
‘that a common cost recovery factor of approximately 10% of the
airectly attributable forward—looking cost of an element is
- appropriate in this proceediné and adopts the Hearing Examiners'

reasoning therefor. However, the Commission agrees with Staff that

el L
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the Commission retains the discretion to vary the level of the

mark-up in furtherance of public policy objectives. (5-0)

(g) Next Generation Diqitak Loop_ Carrier Cost

37. In those 'instancés where fiber and digital loop
carriers ("DLCs") are to be deployed to serve customers beyond the

fiber/copper breakpoint, the BA-Del loop cost studies assume the

deployment of Next Generation Digital Loop Carrier ("NGDLC")

equipment. BA-Del currently utilizes both Integrated Digital Loop
Carrier ("IDLC") and Universal Digital Locp Carrier ("UDLCM)
equipment., For its cost.studies, BA-Del priced the NGDLC systems
exactly midway between IDLC and UDLC costs. Other parties argued
that instead of this average, only the cost of IDLC should be used.
Using IDLC results in a lower cost for the unbundled loop glement.

38. Tﬁe evidence and the.arguments of the parties are

summarized at §Y 151-156 of the April 7 Report. Evaluating this

evidence, the Hearing Examiners were "unconvinced” that use of IDLC

cost only would best represent NGDLC cost. They therefore

recommended adoption of BA-Del's propcsed 50-50 split- between IDLC

and UDLC cost. The Commission adopts this recommendation. (5-0).

(4) De-averaging
39.  The FCC Order expressly requires geographically de-

R T

averaged rates for interconnection and network elements and
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requires state commissions to adopt at least three separate rate

zones. Order at § 797. éA—Del's SGAT used the three existing
densityezones which the Commission first approved in 1983 in PSC
Docket 82-32. Other partieé argued that the existing density zones
do not accurately reflect true geograpﬁic cost variations and

recommended restructuring the rate zones.

40. The parties' evidence and arguments concerning rate

de-averaging ‘are summarized in {§ 158-163 of the April 7 Report.
The Commission incorpbrates this summary herein by reference. The

Hearing Examiners concluded that none of the de-averaging proposals

(inﬁluding thé use of existing density cells) had been shown to
accurately reflect actual geographic cost differentials. However,
the Hearing Examiners further
satisfactor? record demonstrating such actual cost differentials
would unduly delay BA-Del's opportunity to refile an SGAT iﬁ this
docke;. . Therefore, the Hearing Examiners recommended that the
Commission pexmit BA-Del to refile its rates for unbundled elements
using the existing density zones, but that the Commission should
alsp direct BA-Del fo éresent to the Commission by March 31, 1998:
current information' regarding its aensity

zones and how they relate to.the causation of
cost differentials between - different

geographical areas in Delaware. o
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The Hearing Examiners suggested the'Commission, with such
information, could then modify the density zones and direct BA-Del
to revise its UNE rates to reflect such modified zones., We find

these recommendations reasonable and adopt them: (5-0)

(5) Specific Rates For Unbundled Elements

41. - The Hearing Examiners' April 7 Report did not
recommend adoption of particular rates for unbundled network

elements. Instead, it recommended approval of fourteen specific

inputs to the cost models and recommended that these inputs be used

in developing specific rates. 1In the preceding portions of this

Order, we have adopted the Hearing Examiners' recommended inputs.
By Order 4488, we directed BA-Del, AT&T, and Staff to run the
competing cost models using these inputs and to submit the

resulting rates to .the Hearing Examiners for their use in

recommending particular rates for unbundled network elements to the
Commission. These parties did so and, accordingly, the Hearing

Examiners' May 9 Report contains reccmmended rates for specific

unbundled network elements.
42. The May 9 Report summarizes the results of the
.parties' runs and the Hearing Examiners' reasoning in recommending

particular rates at 9 9-31. The Commission incorporates this

summary herein by reference. The Hearing Examirérs' recommended
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rates for network elements are set forth in Attachment A to the

May 9 Report. By Interlocutory Order 4488, the Commission directed

the Hearing Examiners:
-

to consider flexibility-in applying the common
cost recovery factor in furtherance of public
policy objectives, including the ©Public.
Advocate's concern about the cost and prices
applicable to rural areas of the State.

Thus, for certain elements, Attachment A sets forth two alternative

rate recommendations: the first column represents the rates

derived using a flat 10% common cost recovery allocation while the

second column represents a slightly wvaried allocatioen. In

particular, the rates recommended in the second column include a

$1.10 contribution per line for basic unbundled loops for all three

density cells. This equates to a 12%, 9% and 7% contribution

toward common costs for unbundled loops in density cells 1, 2 and
3, respectively. The Hearing Examiners concluded that:

We believe that wvarying the percentage
contribution towards common cost recovery in
this flexible manner would produce a more
equitable result between the different density
cells. Moreover, under this . "flexible"
approach to common cost recovery, the
objective that ‘having some common cost
recovery for loops in each density cell is
maintained, and the prices of lcops in each of
the three density cells still includes an
element for common cost recovery.

May 9 Report at § 19.
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43. Like the Hearing Examiners, the Commission concludes

that it is in the public interest to impose no greater cost

disparity than necessary by reason of density zoneg. Previously in

this Order we determined that the Commission has discretiom to
approve a common cost recovery mechanism which varies from a flat
percentage over direct costs, in furtherance of public policy goals

such as this. Supra, at § 35-37. Thus, we approve the rates

recommended by the Hearing Examiners shown in Attachment A to the

May 9 Report. We adopt the "flexible" common cost recoveries shown

in the second column of that attachment for those elements for

which the Hearing Examiners made alternative recommendaticns. (5-

0) Exhibit D to this Order sets forth the rates hereby adopted.

C. Resale Rates

44. U.S.C. § 251(c) (4)(A) reguires the ILECs, such as

BA-Del:

to offer for resale at wholesale rates any
telecommunication service that the carrier
provides at retail to subscribers who are not
telecommunication carriers.

Section 252(d) (3) specifies that prices for such resold services

must be determined:

on the basis of retail rates charged ¢to
subscribers for the telecommunications sexvice
requested, excluding the portion. thereof
attributable to any marketing, billing,
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collection or other costs that will be avoided
by the local exchange carrier.

Although the.FCC establ%shed certain guidelines for determining
what costs are to be considered avoided, the choice of an avoided
cost study methodology ié left ué to the state commission. FCC
Oorder at § 15.

45. The evidence and arguments of the parties are
summarized by the Hearing Examiners in the April 7 Report at
¢ 169-191. That discussion is incorporated herein by reference.
The Hearing Examiners recommended a whélesale discount rate of 20%
for reselle;s who do not use BA-Del opérator services and a
discount rate of 16% for resellers who use BA-Del operator
services. We adopt this recommendation, £inding persuasive the
Hearing Examiners' analysis of the issue found at 99 192-197 of the
April 7 Report. (5;0)

D. Other Cost and Rate Igsues

(1) Non-Recurring Charges

46. Non-recurring costs are the

incurred by an ILEC switching a customer's service over to a new

entrant. The Hearing Examiners' April 7 Report made no

recommendation concerning BA-Del's proposed non-recurring charges.

T ]

By Order 4488, the Commission directed the Hea
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consider this issue on remand. The Hearing Examiners' May 9 Report

recommended that the Commission approve BA-Del's proposed non-

recurring charges. By Order 4508, we directed the Hearing

Examiners to reconsider this issue in more detail. The Hearing

" Examiners' May 27 Report accordingly analyzes in detail the
evidence submitted by the parties and their arguments on this

jssue. The Hearing Examiners again concluded that:

'  BA-Del has supported its estimates, whereas
the estimates of AT&T witness Murray appear to
be overly aggressive and without adequate

support.

Thus, the Hearing Examinexs again recommended adoption of BA-Del's

proposed non-recurring charges.

47. The Hearing Examiners' summary of the evidence on

this issue, found in 9§ 45-47 of the May 9 Report and Y9 13-20 of

the May 27 Report, are incorporated herein by reference. We find

the Hearing Examiners' analysis of the evidence, and assignments of

credibility, to be reasonable based on the record. We,

accordingly, adopt their recommendations. (5-0) Attachment B to

the Hearing Examiners' May 9 Report, setting forth the non-

recurring charges which we now adopt, is attached hereto as Exhibit

E.
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(2) Assessment of Operations .Support Systems
Charges on Resgle

48. BA-Del's proposed SGAT includes certain Operations
Support Systehs ("0sS") charges for pre-ordering, ordering,
provisioning, maintenance ;nd‘repair, and billing. AT&T toock issue
with these proposed 088 charges 'arguing: (i) that fhe cost
calculations contain various errcors; and (2) that the 0SS charges

should not be assessed on resellers because resellers would then be

F)

required to pay twice for the same service (first as a separate 0SS

charge and again in the wholesale rate). The Hearing Examiners did

not address this issue in the April 7 Report. BY Order 4488, the

Commission directed the Hearing Examiners to examine the issue and

make recommendations to the Commission. The Hearing Examiners did

so by their May 9 Report. AT&T then asserted that the Hearing

Examiners' recommendations were based on a mistaken understanding

of the facts. We again required the Hearing Examiners to consider
the issue again on remand by Order 4508. The results'of.this
reconsideration are set forth in the May 27 Report.

49. The evidence and arguments of the parties on this
issue are summarized in the May 9 Report at ¢ 33-35 and in the May

27 Report at {§ 5-10. Those discussions are incorporated herein by

reference. In both the May 9 and May 27 Rggggts, the Hearing
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Examiners concluded that BA-Del's 0SS charges should be

recalculated to reflect three revisions proposed by AT&T but that
AT&T's contention that assessment of 0SS charges against resellers

would result in a "double count" was unsupported by the record.
50. The Hearing Examiners have carefully reviewed the

evidence in the arguments on this issue. The Commission accepts

their analysis and their assignments of credibility of witnesses.
Accordingly,” the Commission adopts the recommendations of the
Hearing Examiners that BA-Del's 0SS charges be recalculated to

reflect the following three revisions:

(a) Eliminate the investment costs associated with

the ordering and 3-ordering elements for all but the first year of

implementation;

(b) Treat the start-up expense for the ordering

element as an investment and limit expense deollars to a reasonable

forward-locking level; and

(c) Eliminate the costs for land and buildings,
because BA-Del has not proven that it will incur new land and

building costs associated with provision of access to 0SS.

51. The Commission further accepts the Hearing

Examiners' zrecommendation that no further modifications or

alterations to the 0SS charge or the wholeééle'aigcount rate are
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necessary to remove a “double count” of these charges to resellers.

(5-0).
(3) Custdmized Routing Charges
52. " In 1its exceptions, ATET argﬁed that BA-Del's
" proposed prices for tﬁe customized routing of operator services and
directory assistance ("OS/DA") calls to a CLEC's 0S/DA platform are
excessive and should be rejected. 1In particular, AT&T objected to
BA-Dei's proposed cost for the development of a specialized routing
network ("SRN"). Further, AT&T argued that the separate OS/DA re-
routing charge applies only in a resale environment, and that when
a CLEC purchases unbundled elements, the re-routing function is
included as part of the unbundled switching function. On‘remand,
the Hearing FExaminers agreed with AT&T that the rates BA-Del has
proposed for the SRN are unreasonable and concluded that it was
imprudent for BA-Del to have incurred such a cost to meet an AT&T :
r“demandﬂ without first obtaining AT&T's prior agreement. .By the

May 9 Report, the Hearing Examiners recommended that the customized

.—FI

roﬁting charge should be reduced by 47%, which, they reasoned,

would remove half of the cost associated with the SRN. We agree
and adopt a per-line rate of $0.073942 for customized routing.

(5-0)
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(4) Cross-Connect Rate
53. Using the.Commission-approved input values, BA-Del
submitted recalculated rateé for crbss-connects which are 29 to 39%
below those presented in its initial filing. AT&T, however, urged
- on remand that the total cross-connect cost presented by its

witness, Terry Murray, be adopted. In the May 9 Report, the

Hearing Examiners concluded that their second review of the

testimony, Briefs and exceptions on this issue still left them

unpersuaded that further reductions to the cross-connect rates were
warranted. The Commission agrees and approves the recalculated
cross-connect rates determined by BA-Del using the Commission
approved inputs. (5-0)

(1) Reduction of BA-Del's Retail Rates

54. The OPA argues that § 707(c) (6} of the
Telecommunications Technology Investment Act ("TTIA") 26 ngl. c.
§ 704 et seqg., requires a downward adjustment to rates for basic
intrastate service as a result of BA-Del’s expected sale of

unbundled elements. The OPA asserts that BA-Del's new

- interconnection rates for UNEs axe, in effect, new separations

rules, which represent a shift of separate costs out of the

intrastate revenue requirement. The OPA conténds tHat, since there
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is no méchanism to recapture the resulting "earnings" in intrastate
rates, the "excess revenues" represent an exogencus change in costs
favdring the company and requiring a reduéﬁion in basic rates under
§'707(c)(6); BA-Del denies that there is a “duplicative” cost
recovery or “windfall” and claims that it will lose retail revenues
as competitors begin to serve custqmers now servad‘by BA-Del.
Moreover, BA-Del argues that this is not the appropriate forum to
consider the OPA’s claim and that under 26 Del. C. § 707(c) (6),
rates for basic serviées may only be changed “upon the application
by any ratepayer or the service provider,” and no such application
hés been made.

'Thé Héaring Examiners concludea that the OPA had not
shown the necessity of ‘a downward adjustment to rates for basic
services and that this proceeding is not the proper forum in which
to consider the OPA's claimé. The Commission agrees that this
proceeding is not thé appropriate one to determine arguments of

this nature. The OPA remains free to raise its assertions in a

different proceeding, should it choose. (5-0}

(2) Requirement That BA-Del Establish A Separate
Subgidiary '

55. MFS recommends that the Commission require BA-Del to

establish a separate subsidiary for the sale”oflquundled elements
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as a condition to approving any SGAT. .The Hearing Examiners
concluded that the issue'is-beyond the scope of this proceeding and
that establishment of.such a Separate subgidiary is not required by
the Act or the FCC Order. The Commission agre;s with the Hearing
Examiners' conclusions and will not regquire BA-Del to establish a
separate subsidiary for the sale éf unbundled network elements.
(5-0) ,
' (3) Resolution of Section 271 Tssues

56. The Hearing Examiners - recommended .that the
Commission decline to make any findings in this proceeding
regarding BA-Del's compliance'with 47 U.S.C. § 271. The Commission
agrees. (5-0) The Commission has established PSC Doqket 96-234,
currently pending, to investigate the status of BA-Del's compliance
with § 271 when BA—Dél seeks interLATA authorization.

F. Technical Tgsues
(1) Number Portability

57. AT&T and Sprint contend that the SGAT does not
satisfactorily address BA-Del's obligation to provide intexrim
number portability. The arguments of the parties concerning this

issue are summarized by the Hearing Examiners at §f 207-209 of the

April 7 Repodrt.
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58. The Hearing Examiners concluded that the propoSed'
SGAT, as filed, meets . the requiféments of the Act concerning
igterﬁnﬁhumber portability. The Hearing E%amine;s recommended that
consideration'gf the'adeqﬁacy of Eﬁe meané by which BA-Del proposes
to provide number portability should be deferred to the

Commission's ¢urrently pending number portability docket, PSC

Requlation Docket No. 46. However, they also recommended that the

F)

Commission require any refiled SGAT to fully comply with all rules

and regqulations promulgated in that docket. We agree with the

Hearing Examiners and adopt their recommendations in all respects.

{5-0)
(2) Dialing Parity

59. A number of parties, including AT&T and Sprint, take

the position that BA-Del has not met its obligation to provide

intralATA toll dialing parity. These parties assert that no SGAT

should be approved until dialing parity is actually available to

competing providers of intralATA toll service. By Order 4491,

May 13, 1997, PSC Docket. No. 42, Phase II, the Commission required

BA-Del to implement intralATA toll dialing parity no later than

September 15, 1897.

The Hearing Examiners found merit in Sprint's contention

that, in the event that the‘proposed'SGAT might be approved as
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filed prior to the dialing parity implementa;iqn date, the SGAT
would not comport with the requirements of 47 U.S8.C. § 251(b) (3).
By this Order the Commission declines t& aﬁprove the SGAT as fiied.
However, the Commission determines that in the evént BA-Del chooses
‘to refile an SGAT, the piovisions thereof must fully comply with

all rules and regulations promulgated in Regulation Docket 42.

(5-0)

€0. Section 251(b) (4) requires all incumbent LECs to
afford access to poles, ducts, conduits, and rights-of-way to
competing providers of telecommunications services on rates, terms,
and conditions that are consistent with 47 U.8.C. § 224. In PSC
. Regulation Docket 16, this Commission issued regulations entitled
"Regulations Governing Tariffs Which Set Forth Rates, Terms, And

Conditions For The Attachment To Any Pole, Duct, Conduit, Right-of-

Way, Or Other Similar Facilities Of Any Public Utility." - (PSC

Regqulation Docket No. 16, Order No. 3092, Nov. 11, 15838). BA-Del's
right-of-way agreements are made pursuant to those regulations, and

because Delaware has chosen to regqulate access to rights-of-way,

‘the Delaware requlations will continue to govern under 47 U.S.C.

19 224 and 251(b) (4).
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The arguments of the partiés concerning access to poles,
ducts, conduits, and rights—of—way'under the proposed SGAT are
summarized at §§ 213-216 of the April 7 Report. The Hearing
Examiners concluded ‘that» Ba-Del's proposed éGAT provides for
nondisc;iminatory access to poles, ducts, conduits, and rights-of-
way in a manner which is consistent with the Act and with the
Regulation Docket 16 Rules. The Commission agrees and will not

require modifications to the SGAT on this issue. (5-0)

(4) Reciprocgal Compensation

61. AT&T argues that the Commission should impose a

"bill-and-keep" method of reciprocal compensation as part of

BA-Del's SGAT. BA-Del and MFS opposed mandatory provision of bill-

~ and-keep. The Hearing Examiners concluded that bill-and-keep, an

arrangement under which no compensaticn is exchanged for the

termination of traffic, is appropriate only where the affected

carriers agree between themselves to implement it. Moreover; they

concluded that the evidence did not show that traffic will be in
balance between carriers. Without appro#imate balance in traffic,
bill-and-keep may result in inequities. We agree and adépt the
recommendation to not mandate bill and keep.

"Hearing Examiners!'

(5-0)
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(5) Rﬂbundllng_ﬂnbnndlﬁiﬁlgmgnta
62. 47 U.S.C. § 251(c) (3) requires ILECs to provide UNEs
*iﬁ a manner'thgt aliows requesting carriers to combine such
elements in order to provide such telecommunications service."
‘Despite this provision, section 11.1 of the proposed SGAT provides

that:

Requesting CLEC shall not recombine Network

Elements purchased from BA-Del for. use as a

substitute for the purchase at wholesale rates

of Telecommunications Services that BA-Del

provides unless otherwise mandated by the FCC

or the Commission or agreed to by BA-Del with

other carriers.
Several parties asserted that this proposed provision viclates
§ 251(c)(3). The Hearing Examiners agreed. The Commission adopts

the Hearing Examiners' recommendation and directs BA-Del to omit

this provision from the SGAT, in the event BA-Del chooses to

rafile. (5-0)

(6) Unbundled Element Warranties

63. Secticn 11.9.4 of BA-Del's SGAT states that "BA-Del
makes no warranty that [unbundled locallloops] or unbundled ports
supplied by BA-Del . . . will be compatible with the service . . .
-CLEC will offer to its customers.® AT&T argues that this

provision, if allowed to staﬁd, would remove from BA-Del any

T
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'incentive to cooperate‘ with AT&T .and other compeﬁitive local
exchange carriers ("CLEQs") to ensure compatibility of unbundled
loops and ports. BA-Del argues thaf it " is prepared to provide
unbﬁndled loops and ports meeting- the standards‘and specifications
included in Bell Atlantic's Technical Reference Documents, but that

it cannot guarantee the performance or compatibility of an end-user

or CLEC customer service. BA-Del claims that the FCC Order does

not require'a warranty of compatibility. The Hearing Examiners

were persuaded by BA-Del's position, as is the Commission. The

Commission will not require BA-Del to modify this term in the event

it refiles an SGAT. (5-0)
(7) BA-Del Notification Of New Unbundled Elements
64. Under Section 11.10.3 of the SGAT, BA-Del undertakes

to notify requesting CLECs of the availlability of new network

elements on an annual basis. Staff asserted that annual

notification is insufficient in the telecommunications industry

where technological change is occurring at a rapid pace. The

Hearing ‘Examiners concurred and recommended that the Commission

require BA-Del to revise this provision of its SGAT. The

-Commigsion agrees. If BA-Del elects to zrefile an SGAT, this

provision must be revised to provide for monthly notification to

T
M-

requesting CLECs of new network elements. (5-0)
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(8) Loops Conditioned For ADSL and HEDSL

65. The MFS witness presented testimony advocating that
BA*Del be required to prpvide MFS witﬁ-loops conditioned.for
asymmetric diéital subscriber line ("ADSL") and high bit rate
‘digital subscriber line ("HDSL"). However, MFS did not pursue this
issue in its brief and the Hearing Examiners concluded that the
record does not support requiring any change to BA-Del's SGAT in

this regard.i We concur. (5-0)
(9) Tandem Rate For Non-Tandem Switch

66. MFS and AT&T contended that CLECs should be able to
charge BA-Del a tandem rate eveﬁ though the CLEC may not employ a
tandem switch for calls terminated on the CLEC’s network. The
parties' arguments concerning this issue and BA-Del;s response are
summarized in the April 7 Report at Y 230-233. The Hearing
Examiners concluded that BA-Del should not be required to pay the
higher tandem termination raté where the CLEC is not using a tandem
switch. Instead, the Hearing Examiners found reasonable BaA-Del's
proposal to base the rate for termination at each CLEC's switch on
the weighted average rate charged by BA-Del to the CLEC for call
We concur and

termination during the previous calendar quarter.

adopt the Hearing Examiners' recommendations. (5-0)

Bt
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(10) Additional White Page Listings And Other White
Page Serviges .

67. AT&T argued that BA-Del should be required to make
-

additional white page listings and related sexvices available to

resellers at the normal wholesale discount or, alternatively, at

‘TELRIC rates as unbundled network elements. The Hearing Examiners

concluded that this issue is outside the scope of this proceeding
and should be resolved in the arbitration of the AT&T/BA-Del

Interconnection Agreement. We accept this recommendation and

decline to require BA-Del to make the requested change. (5-0)

(11) Reciprocal Unbundling And Collocation

68. ©Section 11.1 of the prcoposed SGAT attempts to impose

-

onn CLECs reciprocal uhbundling and resale requirements. Similarly,

" at Section 13.2, the SGAT states that " [a]lthough not regquired to

do so by . . the Act, by this Statement Requesting CLEC agrees to

offer BA Collocation." The Hearing Examiners reccmmended that
BA-Del should be directed to omit these provisions in any refiled
SGAT since the Act does not impose such reciprocal obligations.

The Hearing Examiners further observed that this issue should be

left to negotiations and/or arbitration. We cdncur and conclude

that, in the event BA-Del chooses to refile its SGAT, this

pfovision shall be omitted therefrom. (5-0) ...
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(12) WEMIMMQ& A-

69. Section ;3.0 of the«prcposed SGAT provides that
collocation of equipmént is permitted soiely_to interconnect with
BA-Del facilities or services or to aCcess‘ﬁA—Del’s unbundled
- network elements. AT&T seeks to collocate switching equipment,
including remote switching models ("RSMs"), and asks that the
Statement be modified to allow collocation-oflRSﬁs for switching
The Hearing Examiners concluded that this was an issue

purposes.

more appropriately dealt with in arbitration. We agree and decline

to require the requested modification. (5-0)

(13) Network Interfiace Deviges

70. AT&T seeks to have the Commission determine the

technical feasibility of directly connecting its distribution plant
to BA-Del's network interface devices ('NIDs"). BA-Del responds

that the FCC Order requires only that BA-Del permit CLECs to

connect to BA-Del's NIDs via its own NID and that this is what

BA-Del's statement offers. The Hearing Examiners concluded that

BA-Del's position ig consistent with the FCC Order. The Commission
agrees and declines to determine the technical feasibility of

. directly connecting AT&T's distribution plant te BA-Del's NIDs.

(5-0)
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(14)' Bgnt_al._giﬂgpp_&:_gr_ﬁllb_e:
71. Staff recomménded that. BA-Del be directed ﬁo include
a provision in the SGAT permitting CLECs ‘to rent copper, rather
than fiber, distribution cable where copper is available. Staff
. contended that where BA-Del is in the process of converting to

optical fiber (thereby causing circuit electronics to becone

necessary), the existing copper cable may soon become surplus. In

those situations, Staff argued, copper cabling should be offered on

an unbundled basis, without requiring the purchaser to acquire any

unwanted facilities or sexrvices, like circuit electronics. Staff

contended that such a requirement would ensure compatibility
between the carrier's own equipment and the rented loop and will
provide the carrier with the option of installing its own circuit
electronics if itlchooses. The Hearing Examiners found Staff's
position reasonable and recommended it te the Commission. Thé

Commission agrees. If BA-Del chooses to refile an SGAT, it is

directed to include a provision permitting CLECs to rgnt copper,
rather than fiber distribution cable, where copper is available.
(5-0)
(15) Further Sub-Loop Unbundling
72. AT&T asked that the Commission endorse a pelicy of
subloop unbundling. The Hearing Examiners concurred with BA-Del
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and staff that further sub-loop unbundling is not required at this

time. We agree. (5-0)
. (16) Operations Support Systems
[ J

73. AT&T asserts that. the Operations Support Systems
(r0SS") interface that BA-Del prcposes to provide to CLECs is
inferior to that which BA-Del provides itself and, thus, is in
violétion of the Act and FCC Order. 0SS are the systems and
databases that provide the egssential information and functionality

required to perform the pre-ordering, ordering, provisioning,

maintenance and repair, and billing functions for the sale of

unbundled elements or the resale of telecommunications service.
The Hearing Examiners recommended that the Commission direct BA-Del
ro revise Section 9.5 and Section 2.3 of Schedule 12.3 of the SGAT
to provide for CLEC access to 0SS functions which are the
equivalent to the functionalities that BA-Del provides for itself.

The Commission adopts this recommendation. (5-0) The Commission

also accepts the Hearing Examiners' recommendation that the
Commission refuse AT&T's request that it "compel BA-Del to move
forward quickly with the necessary upgrades to its systems that are

. required for fully electronic interfacing with CLEC systems" as

beyond the scope of this proceeding.
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(17) Residual Intexconnection Charge
74. "AT&T asks that BA-Del be required to eliminate the
included in the local

residual interconnection charge ("RIC")

transport rate structure.” The Hearing Examiners concluded that

this issue is outside the scope of this proceeding. We concur.

(5-0)
(18) AIN Switch Triggers

75. AT&T requested that the Commission require BA-Del to
give CLECs access to Advanced Intelligent Network ("AIN") switch
triggers in BA-Del's switches by connecting their Service Control
Points directly to BA-Del's Signal Transfer Points. The Hearing

Examiners recommended that the Commission decline to impose such a

. requirement and we concur. (5-0)

(19) Written Authorization For Carrier Changes

76. The proposed SGAT would require CLECs to obtain

. written authorization from a customer to change carriers. BA-Del

contended that this provision is consistent with the rules recently
promulgated by the Commission in Regulation Docket No. 45. AT&T

asserted that BA-Del and most other telephone companies take

'‘service orders by telephone -and that the requirement would

therefore impose an unequal burden only on CLECs, thereby deterring
competitive entry. The Hearing Examiners‘conciudeéf%hat the BA-Del
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'provision is consistent with the Commission's_determination in
Regulation Docket 45 and recommended no modification.

77. The Commission continues to believe that wri¥tten
suthorization is an important protection againét the practice of

vglamming." However, the Commission believes that anti-slamming

measures must be imposed on all carriers equally. Thus, the

Commission accepts the Hearing Examiners' recommendation on.the
explicit condition that the requirement of a written authorization
shall apply to all customer changes between local exchange service
providers, including a change from a competitive provider to the
incumbent LEC. The Commission directs Staff to promptly commence
the process of amending the Commission’s rules or regulations to
ensure that a written authorization requirement applies equaliy to
all carriers, including BRA-Del, in‘the event thé Commissicn’s rules

or regulations do not already clearly so reflect. (5-0)

(20) Service Quality Measures

78. MFS contends that the Commission must ensure that
systems are in place to provide all requesting carriers with the
level of service quality and responsiveness that the incumbent LEC
- provides to its own customeré and to itself. .MFS thus suggests
establishment of "generic service quality reporting and monitoring
mechanisms." The Heariné Examiners obseredﬁEﬁ§f=the Commission
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has already established service quality standards and that MFS's

recommendation lacks specifics concerning what meodifications to the

SGAT should be required to accomplish its recommendation.
- . .

Accordingly, they recommended no change be required to the SGAT in

connection with service quality measures. We concur. {(5-0)

(21) Dispute Resolution Mechaniswm

79. MFS urges the Commission to "adopt effective and
rapid dispute resolution procedures to resolve the inevitable

problems that will arise with implementation of the local

competition provisions of the Act." However, it did not recommend

any specific procedures. AT&T asserted that the "bona fide
request" process advocated by BA-Del, together with the absence of

an established dispute resolution mechanism, is fraught with anti-

competitive opportunities and should be rejected. AT&T suggested

that the SGAT include the following provision:

Any disputes should be communicated by the
concerned party, in writing, to the other
party. If resolution through negotiations
cannot be achieved within thirty days, either
party may request arbitration or mediation
through the Commission, which should be
resolved in thirty days. If a party believes
the issue to be so critical that it is of an
emergency nature, then it may forego the
thirty-day negotiation pericd, file its
request for mediation or arbitraticn at the
same time the complaint is £filed with the

b,
TR
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other party; and request expedited resolution
by the Commission. ' :

The Hearing Examiners found this provisién to be reagonable and
consistent with the objectives of the Act, particﬁlarly in light of

.the fact that AT&T and BA-Del have agreed to support the

establishment of an expedited dispute resolution process. We agree

and accept the Hearing Examiners' recommendation that BA-Del's

SGAT, should BA-Del choose to refile, shall incorporate the above-

stated provision establishing a dispute resolution mechanism.

(5-0)
{22} Equivalent Standards For Installation And
Maintenance Performance levels =
80. AT&T requested that BA-Del's standards for

-installation and maintenance performance should mirror those

established for sexvice provided to its own customers. According

to AT&T, unless BA-Del agrees to deliver the same level of service

regardless of the identity of the customer, customers of CLECs will

not be assured the game treatment both in terms of timeliness and

accuracy. The Hearing Examiners agreed with AT&T and recommended

that BA-Del be directed to expressly commit to establish equivalent

standards for installation and maintenance performance levels. The

48



Commission agrees and directs BA-Del to include such a provision

should it refile the SGAT. (5-0)
(23) CLEC Access To Customer Guide

81. AT&T asserted that BA-Del's SGAT ;unfairly seeks to
retain editorial contreol and a veto-like power over the substance
of a CLEC's customer service information contained in BA-Del's
Customer Guide." AT&T argued that BA-Del will have an incentive to
be uncooperative with the CLECs in dictating the parameters of the
information to be included in the Customer Guide portion of the
telephone directory published by BA-Del or its affiliate.

82. The Hearing Examiners concluded that AT&T's concerns

were reasonable and that access by new entrants to the BA-Del

telephone directory is an important and necessary element of a

competitive environment. Thus, the Hearing Examiners recommended

that the Commission require BA-Del, in any subsequently filed SGAT;
to include a general provision enabling CLECs to proviae cuétomer—
oriented service information of their choosing, with a designated
page limit of four pages per CLEC. BA-Del took excéption to this
recommendation, asserting that a four-page minimﬁm is excessive and
‘would make the telephone direcﬁory cumbersome and confusing.

83. - The Commission shares the Hearing Examiner's concermn
that CLECs be given reascnable access: to"ééiﬁél's telephone
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airectory.r However, the Cémmission_ believes that ‘the Hearing

Examiners’ suggestion of‘a four-page-limit may be subject to abuse. |
Accordingly, we direct BA-Del, should it choose to refile the SGAT,
to include a provision affdrding-CLECs the oppértunity to display
equivalent information concerning customer gservice in ' the BA-Del
directory as is displayed by BA-Del itself, and that both CLECs and

BA-Del will have the opportunity to purchase additional advertising

space should they choose. (5-0)

NOW, THEREFORE:
A, The Commission finds that the BA-Del Statement of

Generally Available Terms and Conditions, as f£iled in this

proceeding, does not meet the statutory regquirements set forth in
47 U.S.C. §§ 251 and 252 and, accordingly, it is not approved.

B. The C&mmission finds and adopts as appropriate for
determining the justness and reasonahlené‘.ss' of SGAT rates in
Delaware the FCC's Total Element Leong Incremental.Cost ("TﬁLRIC")
pricing methodology, regardless of whether or not the states are

ultimately required to use the TELRIC standard by the Act or FCC

regulation.

C. The Commission declines to adopt any of the cost

models presented in this proceeding. L
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D. The
appropriate:

(1)

(2)

(3)

(4)

" (5)
(6)

(7)

(8)

(9)

Commission adopts the following input values as

A Cost of Debt of 7.7%;

A Cost of Equity of 12%;

A Capital Structure consisting of 40% debt and
60% equity;

An overall Cost of Capiﬁal of 10.28%;

The Depreciation Rates prescribed by the FCC
for BA-Del; |

A Copper Feeder Fill Factof of [BA-DEL

PROPRIETARY BEGINS] [B'A.-.DEB PROPRIETARY

ENDS] ;

- e

2An F2/Fi.ratio of [BA-DEL PROPRIET#RY BEGINS]
[BA-DEL PROPRIETARY ENDS];

A.Distribgtion Fill Factor of 50% to 75%

A - Fiber Electronics Fill Factor of tBA-bEL

DPROPRIETARY BEGINS] [BA-DEL PROPRIETARY

ENDS] ;

(10) A fiber/copper breakpoint of [BA-DEL

PROPRIETARY BEGINS] : . [BA-DEL PROPRIETARY

ENDS] ;
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(11) 2 maximum distance that a customer can be from
a DLC of [BA-DEL PROPRIETARY BEGINS]
. [BA-DEL PROPRIETARY ENDS] ; .
(12) A'switch discount that ig weighted [BA-DEL
PROPRIETARY BEGINS] [BA-DEL PROPRIETARY
ENDS] on the "replacement" discount rate and
_]'_BA-DEL PROPRIETARY .BEGINS] [BA-DEL
' PROPRIETARY ENDS] on the "add-on" discount
rate;
(13) Common overhead cost reccvery of approximately

10% of all corporate ovexrhead retail - costs

(other than retail only costs), though the
Commission retains di;;¥etion ﬁo vary the
level of overhead cost recovery as it deems
appropriate in furtherance of public policy
objectives; and
(14) For NGDLC Cost, BA-Del's proposed 50%/50% split
‘yetween'IDLC and UDLC costs.

jo The Commission determines that, should Ba-Del elect

to re-file its SGAT, it may do so using the existing density zones

in Delaware.’
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F. The Commission directs BA-Del to present -to the
Commission, no later than_March 31, 1998, then current information
regarding BA-Del's density z&nes and how they relate to the
causation of cost differentials "between différent geographical
areas in Delaware so that the Commission may, if it deems

appropriate, consider revising rates for unbundled network elements

to reflect updated or different density zones.

G.! The Commission finds the just and reasonable rates
fpr BA-Del's unbundled network elements to be as set forth in
Exhibit D to this Order. In the event ﬁA-Del chooses to refile an
SGAT, BA-Del is directed to incorporate these rates therein.

H. The Commission finds and adopts as reasonable and
appropriate a wholesale discount rate of 20% for resellers who do
not use BA-Delvoperator services and a wholesale discount rate of
16% for resellers who use BA-Del operator services. |

I. The Commission finds the just and reasonable- level
of BA-Del's non-recurring charges to be as set forth in Exhibit E
hereto. In the event BA—Del.chooses to refile an SGAT, BA-Del is

directed to incorporate these rates therein.

J. The Commission finds that the calculations submitted

by BA-Del for the proposed 0SS charges do not result in - a "double

count" as alleged by AT&T and that,.conséquéﬁtly,jﬁb modifications
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or alterations to the 0SS rate aré necessary to remove such double
counting.

K. Notwithstanding Paragraph ﬁ;above,_in the eveht BA-
Del chooses to refile an SGAT; the Commission. directs it to

recalculate its 0SS charges to reflect the three revisions set

forth in § 50 of this Order;

L. The Commission finds the just and reasonable per-
line rate for customized routing of operator services and directory
assistance calls to a CLEC's 0S/DA platform to be $0.073942. In
this rate shall be

the event BA-Del chooses to refile an SGAT,

incorporated therein.

M. The Commission will not require further modification

to the cross-connect rates as recalculated by BA-Del using

Commission approved inputs.

N. The Commission rejects the OPA's retail rate

reduction proposal in this proceeding.

0. The Commission does not require BA-Del to establish
a separate subsidiary for the sale of unbundled network elements.
P. The Commission declines to make any findings in this

proceeding regarding BA-Del’s compliance with the requirements of

47 U.8.C. § 271.
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0. Due tb Ehe ongoing status of PSC Regulation Dockets
Nos. 42 and 46, the Commission finds and concludes that iésues
relating to IntralATA Toll Dialing Parity and Interim Number
Portability are best decided in: those dockets. The Commission
- requires any re-filed Statement to fully comply with all rules and
regulations promulgated in these dockets.

R. The Commission finds.that, as filed, BA-Del's SGAT
provides for'nondiscriminatory access to poles, ducts, conduits and
rights-of-way, consistent with the Act and PSC Regulation Docket
No. 16 Rules and, therefore, need not be modified in this regard.

S. The Commission will not mandate a "bill and keep"
arrangement for the compensation of exchanged traffic.

T. The Commission rejects BA-Del's provision which may
be read to restrict. the rebundling of unbundled elements as
contrary to the Act and the FCC Order. In the event BA-Del refileé,
such a pro#ision shall be removed from the refiled SGAT.

u. The Commissicn will not require BA-Del to strike the

"no warranty" provision from the SGAT.

V. The Commissicn will regquire BA-Del, under any

. refiled SGAT, to provide monthly notification of new network

elements to requesting CLECs.
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W. - The Commission will not regquire BA-Del to provide
loops conditioned for asymmetric digital subscriber line ("ASDL")

and high bit rate digital subscriber.liné‘(“HDSL").

X. The Commission will not require BA-Del to pay a CLEC

the higher tandem termination rate if the CLEC is not using a

tandem switch. The rate for termination at each CLECs switch shall
instead be derived from the weighted average rate charged by BA-Del

to the CLEC' for call termination during the previous calendar

quarter.

Y. The Commission declines to adopt AT&T's position

regarding additicnal white pages services.

Z. The Commission directs BA-Del to omit from any re-
filed SGAT any provision that seeks to impose reciprocal unbundling

and collocation obligations on CLECs.

AA. The Commission finds that issues relating to the
collocation of Remote Switching Modules are best decided in

individual arbitration proceedings between carriers.

BB. The Commission rejects AT&T's request to determine

the technical feasibility of directly <connecting AT&T's

‘distribution plant to BA-Del's network interface devices;
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cC. The Commission directs BA-Del to include in any
refiled SGAT a prévision fhat.will permit CLECs to rent coppef,
rather than fiber, distribution cable where cppper is available.

Db. The Commission will not mandate any additional
sub-loop unbundling at this time.

EE. The Commission requires BA-Del to include in any
refiied SGAT a.requirement that specifically provides for CLEC
access to 0SS functionalities which are equivalent to the
functionaiities that BA-Del provides itéelf.

FF. The Commission fimds that issues relating to the
Residual Interconnection Charge are outside the scope of this
proceeding and do not present a reason for rejecting BA-Del's SGAT.

GG. The Commission denies the AT&T request that, as part
of this proceeding, CLECs be given access to AIN switch triggers in
BA-Del switches by connecting their Service Control Points directly
- to BA-Del's Signal Transfer Points.

HH. The Commission will not require BA-Del to modify the
SGAT provision relating to written authorization for carrier
changes on the explicit condition that the requirement of a written
authorization shall apply to all customer chaﬁges between local
exchange service providers, including a change betwéen a
competitive service:provider and the incumbent LEC. The Commission
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directs Staff to promptly investigate whether the Commiésion's
existing rules and reguiétions impose a written authorization
regquirement even-handedl? on all carriexrs including‘BA—Del, and, if
not, to commence proceedings, to implement the necessary
modifications to such rules and regulatigns.

1I. The Commission requires no changes to BA-Del's SGAT
in coﬁnection with service quality measures.

JJ. The Commission requires BA-Del to incorporate AT&T's
recommended dispute resolution provision, set forfh in § 79, supra.

KK. 1In the event BA-Del?chooses to refile an SGAT, it
shall include a provision establishing eguivalent standards for
installation and maintenance performancg for . CLECg as those
established for service provided to its own customers.

L, In the_evént BA-Del chooses té refile an SGAT, it is
directed to include a provision affording CLECs the opportunity to
display equivalent information concerning customer sexrvice in the
BA-Del directory as is displayed'by BA-Del itself and pro;iding
that CLECs will have the opportunity to purchase additional
advertising space on'the same terms and conditions as BA—Del,'or

_its directory publishing subsidiary oxr affiliate, provides to

BA-Del.
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MM.” In the event BA-Del chooses to refile an SGAT, the

Commission shall determine whether the refiled SGAT conforms with

the terms of this Order. The Commission méy censider the comments

of interested persons to assist it in this determination.

If, in

the discretion of the Commission, it is necessary or helpful to

develop an evidentiary record,

the Commission may,

on its own

motion or at the request of any interested party, commence

appropriate proceedings.

NN. The Commission reserves the jurisdiction and

authority to enter such Further Orders in this matter as may be

deemed necessary or proper.

ATTEST;

Beucdel Wiiito

Secretary
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